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ABSTRACT 

This packet of four brochures focuses aa Bioney 
nianagesient for four stages of life, frc»a early adulthood to 
preretirement. The first brochure, for young adults, discusses early 
financial tasks, such as selecting a financial institution, and 
checking and savings accounts, credit establishjaents, and employee 
benefits. The second brochure, for young laarried couples, covers 
sharing financial tasks, spending and saving, using credit 
responsibly, meeting changing needs, and getting professional 
financial advice. The third brochure examines the middle iamily 
years, including preparing for emergencies through buying insurance, 
having credit to use in an emergency, coping vlth crises by scaling 
back and stretching dollars, and the "sandwich generation" and 
financial support of elderly parents. The fourth brochure i^es 
suggestions for planning for financial independence in later life. 
Topics include taking stock of one's finamcial situation, looking 
ahead at sources and amounts of retirement income, iiK7ney management, 
legal matters, relocation or staying put, handling emergencies, and 
planning to stay independent. All four brochures tress the need for 
financial planning and suggest resources for further information. 
(KC) 
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FREE TOASTER OR 
FREE CHECKING? 



WHERE SHALL I 
DEPOSIT MY MONEY? 

The first step in ^abbshing a fbandal klt;»ntity is to open 
an account at a financial in^ution. Rckifig tl^ 
place to put your money, fike most ottm firuincidi 
decisions, is something you shouM do every time j^ur 
circumstances change. The best combination of check- 
ing and savings accounts will depend on your income, 
on interest rates, and on other «:onomic conditions. 

Selecting a financial institution 

There are many factors to consider when chooslrig a 
financial services provider. These are some questions 
to ask: 

• Customer service: What is the institution s reputation 
for providing prompt personal service? For answering 
questions? For handling problems? is it conveniently 
tecated? Can I make deposits and withdrawals after 
hours through automata teller machines {ATMs> or by 
mall? 

• Terms and cor^ditlons: Are canceled checks returned 
with the monthly statements? Can I arrange for auto- 
matic deposit of my paycheck? For immediate credit on 
deposits? For a tean or line of credit? What are the fees 
for these services? 

Deciding on a checking account 

There are basically two types of checking ^counts - 
those that earn interest and those that do not. Your firet 
checking account may be a traditional demand account 
with unlimited checking but no interest. But, depositors 
with enough cash to meet minimum balance require- 
ments may want to conskler an interest-bearing NOW 
or Super NOW account. 

Before opening a checkino account of any kind, thew 
are some questions to ask: 

• Must I keep a minimum monthly l^lance to get free 
checking? Or, how many checks are free, and what is 
the fee for additional checks? Given my check wrtting 
pattern, is it more economical to pay a monthly servkre 
charge or a per-check fee? What is the charge for a 
t^junced" check? 



• FcMT intere^-bearing iKXounts, what is the annual per- 
centage yield? How is intere^ compute : on the average 
daily balance; on the minimum balance; of by some 
c^her method? 

Deciding on a savings account 

Many firuiiH^^il instjtutk>ns, including hanks, sav r. js and 
bans, credit unions, brokerages, other financial services 
companies, md tfie f^eral ^vemment, cSm a growing 
variety of savings instkuments. Terms, conditions, and 
rates of return vary. 

A tradttkMial passbook savings account can be opened 
with a small depc^ and may be the only attemative 
avaii^ie to people just Parting out. Defending on 
economic conditions, oth» savings instruments (such as 
Certificates of Deport, insured Money MoHtet Deposit 
Accounts at banks, uninsured Money Market Mutual 
Funds managed by investment companies, or US. 
Savings Bonds) may c^er h^her interest, but each 
carrtes conditions and risks* Shop around, because 
minimum deport requirements and yiekds vary greatly. 

Before choo^ng a savings instrument, these are some 
questions to ask: 

• What min mum l^lance, tf any, is required to avoid 
fees or penalties? h the annual yieki at a fixed rate, or 
does it fluctuate? How often is interest compounded? 
On what babnce? 

• Can I withdraw my funds or transfer them to other 
accounts without penalties or service charges? By check? 
By phone? By automatic teller? How often? In what 
arrK)unt5? 

• Is my deposit insured by a federal government agency, 
such as the Federal Deix>sJt Insurance Company (FDIC) 
cn thd Federal Savmgs and Loan Insurance Company 
(FSUC). or by another Insurer? 



ESTABUSHING 
CREDIT 



HOW CAN I SHOW THAT 
I AM CREDFTWORTHY? 

Young peopte must establ^ a h^ory of aeditworthi- 
ness before 3 financial institution will lend them money 
or extend credit. Credit reporting agencies keep credit 
histortes and sell them to potential creditors. The federal 





ERIC 



I 



Fair Credit Reporting Act allows you to team what is In 
your credit file and to question any of ite infcmnation. 

These are some ways to begin to build a credit h^ory: 

• Find a jcb and establish a steady work record . 

• Pay bills promptly. 

• Open a savings and a checking ar ^unt, and don't 
ijoiince** checks. 

• Apply for credit from one or two instituticMis. For 
exanipie: 

- Obtain a small loan from a bank or your credit union, 
asking a friend or relative to co-sign, if necessary. 

- Apply for a orcdit or chai^ card where It is relatively 
easy to qualify, such as a bcal department store or t»nk. 

- Ask your bank for a hne of credit and periodicany 
request that it be increased. 

- Obtain a credit or charge card on a rebtive*s account 
and have your name entered in tl^ credit bureau's 
records. 

• Check aedit bureau recc^ds penodicaDy to be sure 
your CTedit accounts are reported ^curately and com- 
pletely, (There is usually a small fee.) Contact your acdit 
bureau if you are denied credit because of an error, w If 
you have any reason to think there are inaccuracies in 
your record. Ask that any errc^ be corrected. 

How will lenders view my credit history? 

Potential lenders, such as banks, credit and charge card 
companies, and stores, evaluate your income, debts, 
savings and other assets, and your promptness in paying 
bilk The federal Equal Credit Opportunity Act prohibits 
lenders from denying credit on the basis of sex, race, 
color, religion, national origin, age, marital status; 
because all or part of the appHcant's income conf>es from 
public assistance, or because the applicant has exercised 
a right under the Consumer Credrt Protection Act. H 
credit is denied, this law gives the applteant the right to 
know why. 

• Some creditoj^ use scoring systems that compare an 
applicant s financial situation and other factors to those 
of their current credit users to predtot who will be a good 
credit risk. 

• Sometimes, the item l^ing financed helps determine 
whether you qualify for a loan, because the product 

{a car or an appliance, for example) is **S€Curity** that will 
be returned to the creditor if you default on the loan. 
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• You shouki be careful not to ^ply for credit from too 
many places at cmce. A creditCH may turn y^u down if 
the total anruHint ol credit you have is mwe than that 
o^edttw alk>w$ fc^ someone in your cfarum^ances. 
Thfe denial may in turn make o^her creditors wary. 

Gin / afford credit? 

The total cost of credit is the interest you pay plus any 
fees. TT>e cost of credit varies wklely so it is important to 
compariwn shop. 

Many consumers use credit as a substitute for cash and 
pay the babnce in fuH at the end of each month. Others 
use credit to expand thdr purchasirig power and pay a 
minimum l^tence plus an Intere^ charge each month. 
Before deckiing to buy on credit, you may want to con^ 
slder how this added interest wifl affect v«>ur monthly 
budget. One rule of thumb says you shouki not have 
monthh^ credit payments exceeding 15% of your Income 
after taxes and housing expenses. 

When you comparison shop to find credit at i\\e least 
co^, these are some questknis to ask: 

• What is tl^ annual percentage rate (APR)? 
(Creditors mu^ disck>$e this figure under the federal 
Truth'in-Lcnding law.) Is the APR fixed, or will it change 
with market conditions? 

• Is there a grace period before interest is charged? 

• Is credit We, dls^Uty. or accident insurance required 
by the lender? Are the terms the best available? Am i 
already adequate^ covered by other insurance? 

• Have I read the credit or toan agreement, and do 1 
understand the terms? 

To find the be^ ba^ ior choosir>g a credit or charge 
card, ask yourself how you plan to use the card. 

• If 1 plan to pay the bill In full each month, is there an 
annual fee, and are there other charges? 

• If I plan to use the card to pay for purchases over time, 
what is the APR? Is interest calculated on the ai^rage 
daily balance, the previous balance before this biWng 
period, or an odjuUed balance that takes into account 
payments I have made? (One method may be more ex- 
pen^ve than another.) Is there a preset credit Umit, and. 
if so. it high enough to meet my purchasing needs? 

Is the card widely accepted? Can I get less costly credit 
from an overdraft checking account or a personal k>an? 

• Does the card offer any ''extras'* or special benefits? 




rVEGOT 
THE JOB 



NOW, WHAT ABOUT 
EMPLOYEE BENEFITS? 

Most medhim-^ to lar^ ftrms offer a variety of 
emptor benefits: 

• heahh and Bfe ^suraiKe 

• ret&^ment benefits 

• prot^rtk>n in case income loss due to iUness or k>ng 
term dis^Kty 

• paid ho&days, vacations, and time off for jury duty and 
funeral leave 

For ^dbb^ved workers* benefits such as pennon plans, 
child cme, Ume to care for ekJer^ parents, and com- 
prehensive heaHh coverage can take on ^at im^KMrtance. 
For younger workers, the need for such benefits may 
seem far off. Neverthetess, betwe you take a new 
you may wish to review the empk>yee benefits just as 
you woukl evahiate your auto insurance each time you 
buy a new car. These are some questtons to 

What kind of insurance do I need at present? Do the 
^mpbyer insurance benefits meet these needs, or do I 
need to buy additional coverage? 

Of the many var^ties of insuranci? coverage, young 
people mo^ often confer health, di^biUty, and ^e. 

Health and Disabilify insurance 

Most empbyers provide health and dte^kty insurance. 
Whether cover£^ is adequate depends on individual 
circumtiances siKrh as age, health hi^ory, and mmital 
status. A single person, for example, might evaluate 
how weH the benefits package meets his her individual 
n^5. In contrast, a twxareer coupte might conskier 
u hether to be insured separately through their respective 
}ohs or to be covered as a family under the more com- 
prehensive of the two benefit packages* These are some 
questions toa^: 

• Do the workplace health t^nefits provide enough 
coverage for ho^itallzation. Including surgery? For 
doctor visits and diagnostic tests? For major medfcal 
expenses that exceed basic coverage? For dental care? 
For pr«aiptfon medicines? If not, is it worth buying 
supplemental Insurance to fill In the gaps? 



• Can empbye^ choose between traditkmd coverage 
or f^reventive care thrmigh HeaHh Mahitenai^ Ogani- 
zatk>ns (HMC^} <» Preferred Piovfcler Organteaticms 
(ITOs)? 

• ^ wc^)qp)iKe dtoobjJIiy benefto |m>vkle imrome if I 
am unM^ to w«k? For how kmg? lk> they fffovUie iob 
retraining? Are ];mmiums wah^ed during a perk>d <rf dis- 
abibty? Are there waiting periods, restrictive <kfinitk>ns 
of **wwkr or other conditions? How much of my current 
fiving expenses wiH the dte^lity benefits cover? I>> I 
have other sources oS inccnne to cover the remainder, w 
^KHild i con^der additk^al d^bib^ insurance from 
another source? 

Life Insurance 

Life in^rance provides funds to benefkiai^ that can be 
used to pay inirial exj^ses and other ddyts. Although 
some employers c^er iife insurance, cov^ra^ may end 
if you change jobs, so it worth conskJering buying your 
own Me insurance poky. There are several advantages 
to buying a po^ early in Ife - knver premiums, ei^er 
acceptance for coverage, and the pos^^ of ^pple- 
menting or transfening insurance w)t}K>ut providing new 
medk:ai evidence of insurab^ty. 

tt is wise to shop around careful^^ for kfe msurance, 
becau^ polk^ vary wkie^ in cost and in the features 
they offer. The best pchcy or con^nation of pokries 
changes with ^ur cfKumstances during your Retime. 
When reviewing your coverage to meet your changing 
insurance needs, tl^se are some questions to 

• Do 1 want basic coverage at the bwest co^? 

• Do I want to use life insurance to accumulate cash 
value? 

Relatively inexpensive term insurance for a ^>ecified 
time coukl be useful if a large amount of coverage is 
needed, or when income is fimited. Whok Bfe policies 
are one way to accumulate cash value, whkrh can be 
app^d toward more insurance, borrowed against, <^ 
cashed in. (Be sure to compare the return with the 
potential ytekl of savings instruments <x other invest- 
ments J Annufty or eruiowrr^nt policies pay a lump 
m monthly income ahet a certain age, or to benefk:iar)es 
if the Insured dies before then. Such poBcfes are often 
used as an education m retirement fund. Variabh Ufe 
policies invest your premiums in market securiti^. 
The amount of death benefits depends on the success 
of these investments. Other types of pc^ies combine 
feature. Uniuersat is term insurance with interest 
accumulation on the cash value. Some term insurance is 
convertible into whok life. 



THE KEY 
IS PLANNING 



Since you are newly independent* the odds are your 
income is modest, your and your financial life 

relatively uncomptkrated. Ffnarcial planning may seem 
a 9randk>se name fo^ ^ decteions you make about 
spending or saving your bmited resource. But, financial 
planning it is, and planning is the key to iK>sitioning 
yoursetf to be abk to reach your goab, and weather 
crises in the years ahead. 

For more ir\formation, contact: 

Federal Trmie Commteston 

Pubik: Reference 

6th and Pennsyh^ania Ave., N.W 

Washington, DC 20580 (202) 326-2222 

Consumer Information Catalog 

Puebto, CO 81009 

American Associatfm of Retired Persons (AARP) 
Consumer Affairs Section 
Program Department 
1909 IT Street, N.W. 

Washington, DC 20049 (202) 728-4355 

American Council of Life Insurance (ACU) and 
Health Insurance Association of America (HIAA) 

lOOl Pennsylvania Ave., NW. 

Washington, DC 20004-2599 (800) 423 8O00 

C<N^perative Ext^)sion CMce^ 

U.S. Department erf AsrfcuHiffe (USDA) 

(Your tecal office is Hsted under State, Federal, or 
County Government in the phone directory.) 

Thia m one a Bems of ^txhiire^ about M^ng and mamamtnaQfirrmKiof 
identsty - boih as on in^t^^m/ and as o p^tnpr in o two income museMd 
The serves is (^ut fiehcnr^g and using jbanool services and setvKe piw^ierf h 
c<Hxm mfl9. mtmtmem. finofKioi setPHres. >q6 6mj^. (md ^noncus/ phnntr^ 

Fu^h^ by the Amencsm £ji^«np» Consumer Affm O^fef* or^ IDS Financid 
ServKes Inc m ccopetfOion she dmumef In f or mat iofy Ceraer. U S 
Oeportmem of AgrKuHure. AineiKon Assoc^tKm of Benred Persom Credit 
mfarmatk>n uta» f»epated itf^ msM^Ke fnyn ^ F^det^ Trade Commmswi 




€ American txpms CompaDy 
Wofkl Fmancta] CerAet 
Sew Ywi. NY J02854700 

Cops^ may be reproduced for nan^ofn 
educaiionat purposes 
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yours, mine 
and6urs 



SHARING FINANCIAL TASKS 

Neaj^ ^ peitent of ^^xu^ cou)[^ in the United 
S^tes today earn two salaries. M fest ^KHi^t tnidget* 
ins dckt^ finafKial {inning tasks may seem 
easier with two woriiers contr^uting to housdK>id in- 
con^ Yet while all new househokk face a host 
fiTOfuda] d&iteions, th<^ witfi two wage earners ^»ve 
some spedal issues to resolve, 

^>loney can be an emoticnml subject Thus it is impw- 
tant to reach early a^eement about r^XN^ble 
for fXHitine financtel management - payir^ bilfe, balanc- 
ing the chNScking account and kc^png to a budget 

More important :;till is talking throu^ short- and tong- 
terni goals and deckling how to budget both IrKrcmies to 
meet present and future needs. 

^ Shouki we pool all our inc(xne in joint checking and 
savings accounts, estaUish credit jointlyi and share all 
firmndal decisions? 

fboling your funds in a joint bank acxrcnint niay nmke it 
easier to meet minimum balance r^uiremente for inter- 
e$t*bearing checking accounts or certifk:ates of depc^t 
and also may bwer the service fees chaf^ on ^r 
account H<wevei; many financial advisors rrcommend 
tl^ even wi>en most income put into joint accounts, 
partners keep some furKls in a persona] savings or 
checking account 

» Shouki we maintain separate finamria) kJentiti^? 

You may irant to maintain individua) financial identities 
for a variety of reasons, siKh as buikling credit historic 
tr^king p^^ior^l and business eq^er^es, quafify- 
ing for graduate sdMo\ loans. Having rroney and a 
credit history in ^r own name especially important 
if your partner becomes irK:apadtated, di^ or leaves 
the househdd 

• Should we put investments, such as a house or o^er 
assets we brought into the partnership, in jcrint names? 

Joint ownership of major assets, such as a house or a 
car, can have serious fir^ndai consequemres if, for 
example, one partner defaults on payments or r»ells 
assets. Except in community property states, spouses 
may choose among several types of ovwiaship 



Who awm the car abo can have ftnandal {mp}k:atk>n$. 
Brcai^ tf^ way auto imuramre rates 9m sk, cover- 
^ n^y be less oisdy if ^ ^KiHisetK^ car is in ^ 
wonanV name, particulars when the coufk v^ung. 



MAKING ENDS MEET 



SPENDING AND SAVING 

Ty^pricalHi^ young ccHiples face a ho^ of finandal tasks, 
i^chas: 

• Establ^r^ a househokl, including purchasing dur- 
able goocb 

• Setting out on a carm vMich may include paying for 
additk>na] educatk>n 

• Attaining fir^rKrial iridependence. v^h may include 
paying eajiler debts 

• Organizing finai^s including budgets, record-keei^ng, 
saving and inve^ment plans 

• F\iicha$ing ir^urance 

• Minimizing taxes 
^ Making wiOs 

• F^repanng for the finandal needs of children and/or 
d0ng parents. 

These finm>dal ^ks can be more comt^krated for tv^ 
wage earners t\^n for one, Mfioi^ two salari^ nwiy 
mean more irK^cme, hou^hcM expenses often increase 
b^use work*re}ated e^qpei^^ such os diUd care, 
dothfar^ eating out, and traj^XHtetk>a 

Although hoif<iehdd in€^>me traditk>nany increases dur- 
ing the workir^ years, ]fo\x m^ experience a decline in 
^nt imrome. This couk} ha|^n if ^u or your partner 
t^e time to ra^ children, go to school, ckcide to 
take a k»wr*paying jch, or lose a 

Experts usually advise couples to: 

• Agree u^ere you would like to be financially in 15 or 

• Consider wl^t stei^ to take now to reaUze your 
long-term financ^i goals. 

• Develop a realistte spending plan that separates fixed 
exper^es, such k mortgage or rent from flexible ex- 
penses such as entertainment and clothing. If you buy 
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on aediU include debt repayment in the monthly budget 
Also, aDow for recreation and indu^eiKc putch^s. 

• Remember to "pay youreeH fifsfThis means includ- 
ing monthly savings in the household bu<^ even if it 
b only a anaO am<HinL Qr»e nile of tfiumb is rhAt you 
should have savings of about three to six months in take- 
htwne pay to use for emetgenci^. 



USING CREDIT 
RESPONSIBLY 



AVOIDING CREDIT PROBLEMS 

As a tvw>incon» family ywi prc^bly will qualify for 
more credit than either of y<xi did alone. Respoiwible 
use <rf credit can extend a couple's purcta^ng powei; 
add flexilrfUty to the monthly budget and bring more 
financial opportunities within reach. 

Baause jwu both are employed, j«>u already may have 
credit in your individual names. If not i«>u may want to 
establish an irxiividual credit identity In addition, you 
may wont to establfeh joint credit accounts. If you are 
teth liable on the account or if one <rf j«>u an author- 
ized user on the other's account credH histories arc re- 
quired to be maintained in both names. Check with the 
COTipanics where you <^n accounts to be sure they are 
reporting youi *,i«oit in both names. 

When txjth of you are respon^ble for debts, try to agree 
on how you plan to use credit Pbying creditore promptly 
will help protect your individual and pint credit historic 
and help you qualify for credit and chat^ cartk car or 
furniture installment loans, and honw mortgage. 

If you have difficulty paying debts on credit accounts, 
focus on repaying your current obligations before making 
additional credit purchase In addition you may want to 
take action to limit the possibility of a ne^tive report on 
your credit records. For examine: 

• If you think you may be late making a payment con- 
tact your creditore immediately preferably before your 
payment beromes overdue. 

• If your payments are already late, ask the creditors to 
help you work out a repayment plan; make future 
payments according to this schedule. You also might 
ask a nonprofit credit counseling sendee to help you 
make payment arrangements and work out a budget 



• If you are offered a debt consolklation kan. carefully 
review its terms before sig«-Mng it Such teans may involve 
extm costs and nay require ytxi to put your home or 
another asset at rtek as a^eial 

Federal laus and rcgulattons iwotect comumere from a 
number of |»tcntial credit jMi^^ms. Fw examjrfe: 

The Tnith in Lending Act helps you compare the "cost" 
of credit Credit«s are required to dbdose Hieir coas in 
writing, includir^ the Annual {^rcent^ Rate (APR) and 
oAer terms, hekte jkhi b^cm% c^^t^ for credit The 
Credit Billing Act permits you to dispute iHBing 'trore 
and protects you frcan UMuth<»ized char^ on your 
dfflige or credit card ^counts. The f«jr Credit Raiting 
Axt aihm you to correct inaccurate and incwnplete 
ir^fomation cm v^hjt credit histcsy and limite how your 
credit repc»t may be ised. 




MEETING CHANGING NEEDS 

Establishing a household and having chiWren are events 
Kkely to merit a reevaluation of financial strategies. These 
are some questions to ask: 

• How will chiUren affect our household budget? 

Kteving children, or planning for them, has a dramatic 
effect on a two-career femiH^'s financial plan, for some 
households, it creates conflkting prB»ur«: one partner 
may need or want to drop out of the workforce to care 

for the family at the very time nwe income is needed. If 
both partners continue to vrorit outskie the home, the 
budget may iwed to accommodate chikJ care expenses. 

The anival of children may dictate a change in bng-tcnti 
investment strategies to pay for increased family living 
««penses and chiWren's education. The added responsi- 
bility nrieans taking a new kx>k at health and life insur- 
ance coverage, hou^ng. and many other parts of both 
M»ort- and loT^-term financial goak. 

• Do we need additional irsuraiKc coverage'? 

It is important to compare health plans and deckle 
whether to keep them botK to rely on one employee 
benefit package to cover the entire household, or to 
buy supplemental health insurance. When making this 
decision, compare and evaluate the: 
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* amount <^ deductibles 

- percentage tevek of reimbursement 

- kind and length of treatments covered 

- amount of empk^^ contributions, if any 

* lob security of both wage-earners 

- difficulty or expense of repining each health plan 
if i! is dropped 

£x|^Tts advise taking a fresh )ook at your life insurance 
pc 'tfolio at regubr intervals. Some qu^ions include: 

Do we have enough covera^ to give the house- 
hold financial secunty in case of a death? 

Haye we con^dered mortgage-life and credit-life insur- 
ance^ to cover outstanding dei^? 

Have we considered insurance product, such as annu- 
itits as a way to accumulate money to pay for cc^^ 
education or retiren^nt? 

Di we have adequate d^bibty insurance against the r^k 
th. t one or both of us will be unable to wori<? 

couples mature and make Investments, insurance 

0 N^rage may need to be modified. Increasing homeown- 
ers insurance, adding endorsements to cover any coltec- 
tables, and buying umbrelia pc^es to supplement lability 
c> i^^rage are a few examples, 

* I iow can we make our money wori< best for us? 

r$ with most financial decisions, inifestment strate^es 
(Je-erve regular review as income and r^por^ibilities 
change. There are several variables to consider 

1 iquidily: How fast can we yet cash from the investment 
V r.hout loss of principal and with wf^t j^nalti^? 

f vsk: Can we afford to tose some or all of the moneyi 
r. )d are the growth prospects worth the risk? 

StKurity: Are our responsiblliti^ so great that a fow-risk 
J vestment is wiser: even at a knver rate of return? 

.ax consequences; What comtenation of investments 
■\ ill yield a ^x>d return with a minimum tax burden? 

One <rf the bigg^ investment decisions you may make is 
w hether to huy a home. Consider Could we make tlie 
mortage paymente, even if one of us stopped woridng? 
Can %w adjust our budget to include expenditures for 
raxes, maintenance, and repairs? After the down payment 
will we have enough savings to meet an emergency? 




SHOULD WE HIRE A 
HNANCIAL PLANNER? 

Some p^c^le en^ dc^r^g their own finandal ji^nning: 
others have little confidence in their finar^ial knowledge 
or {banning ability If ^u think \fou need help, consider 
seekir^ the advice of a ji^fes^nal financial fanner 

"n^ proper role of a finarKial pbnner is to work with you 
to ^tabbsh and achieve ycHir financial objectives. Finan- 
cial piann^ ^Kndd do more than Htst recommend in- 
v^tments. They shouki able to help with estate and 
retirement planning strategies, insurance, tax {inning, 
and otf^ finarKial dedskms. 

Ask for a contract or written agreement listing the tasks 
the planner will j^orm for you. the cost of the service, 
and how the char^ are calculated. Rnancial planners 
earn their income sev^l waj^: fee-only; ccmimission- 
only: or a ccmibination. Because of these differences, 
understand and compare tfie Implications of planners' 
fee-setting arrangemCTts in relatton to your goals. 

Hiring a financial ^nner may not be a psfactical or desir- 
able option for every household but professional advice 
ntay help some young tw>-eamer couples understand 
the process and rewards of finar^cial planning. 



THE KEY 
IS PLANNING 




Young couple son^mes coiKentrate on current finan- 
cial needs to the excluston of tonger^term financial plan- 
ning. This m^ make it harder to cope with predictable 
and upredictable finandal change. It also may result in 
missed opportunities for long-term Investments, Setting 
financial goals and constructing a finar^l p^n are 
themselves investments in time that are likely to reap 
important reu^rds. 
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For more infdrmatiofh contact 

for acfaiitkmy infonnatkMi mtd hto(^mts... 
Consumer InfOTraticm Catek^g 
Puebio.CX) 81009 

Cooperative Extension 0^:e - 

U.5. Department of A^fkniiture (USDA) 

(Your local oSkx Ss listed under State, Federal or 

County Gomranent in the phone dir^oiy ) 

For more In^Tnation on credit... 

Federal Trade Ccmvnis^n 
PiMc R^er^Ke 

Wishington, DC 20580 (202) 326-2222 

National FoundaticNi for Consumer Credit 

8701 Georgia Avenue, (Suite 507) 

Silva- Spring. MD 20910 (301) 589-5600 

For more li^onnation on insurance... 

American Council of Life Insurance (ACU) 

1(X)1 Rennsj^nia fiue^ N.W. 

Washing DC 20004-2599 (800) 423 - 8000 

HeaWi ImuraiKie Association of America (HIAA) 
1025 Connecticut Ave, N.W. 

Washington, DC 20036-3998 (202) 223-7780 

For faifinmatkm on fliumdal j^ners... 

International Association ior Rnancial banning (lAFT^ 

2 Concourse ftirkway (Suite 800) 

Atlanta, GA 30328 (404) 395 -1605 

Institute of Certified Rnancial Ranncrs 

10065 East Harvard Avenue (Suite 320) 

E>envei; CO 80231-5965 (303) 751-7600 

This i$ OTie of o aeries of i^vchum oboirf bulldmg and mainktinJng a financial 
^enfffy - ho^ as an tnxhvhii^ of^ as a pKfftrm m a two-ffwme not^ehcki 
7r^ series h about sekct)nqQf^taif^fifh»KHMlstr^k:e$^ h 
co^m m^t inve9mmt&. finond^ ser^^m, ^ bef^fih, and fknjnck^ phming 

^^sMby the Amcfffun Express Consufner Aft^ Of^ ml Fh^ nciaf 
Sef y^ mc in cooperation with the Consumer fnformcoion Center, VS 
^partment ofA^cuftute. ond tfie Amentan A*sactof?on offered ffewu. 
Oedit tnftmotkin was prepared with the assi^c^ of fhe Meraf Tnarfe 

C 1 Amerkan £x;»«ss Com|»ny 

York. NY 1028&.4700 

ft> ^w>-i^ »rJ^S^ Co^ may be reprod^fced for 
f>onpmftt edocatofwj purposes 
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PREmRINGFOR 1 
THE UNEXPECTED ^ 

Pre(£ctdt^ and unpnedctaUe esmts can kwoksn^ 
^q>erees strain a two^K<»fi^ biKiget ai^ 
ocxild tt^reatm your ^ni^'s ^rK^ s^l^ty. ScnirKi 
money manag^Dent, started eas^ m Hfe, can your 
family a f inarKial cu^^ and ti^ ftexit»&ty needed to 
ccpe durbig a financial en^ig&icy. 

Eff^irtiw f inanda) man^^n^t practice irKkide: 

• Establishir^ a tnic^ tfuit frK^Ktes a regular sm^b^ fidan 

• hbving adequate healtK cfisability, &fe, and pioperty 
inaitaTK^e 

• orecfit w\s^s^/ to avc4d too mixh debt and 
maintain a good cmcfit h^ory 

• Banr^ eai^ dtikln^'s h4ui% edi»:dtic^ expense 
your own retir^t^t, arKi the care ci aging paiente. 

]n £Kic&k»i to fcdbwing a buc^t arKi regular savtai^ 
f&dn, two fb)andal tods in partkrular ran hdp you 
manage in an ^r^rg^icy - faiairarce and credit. 

INSURANCE FOR EMERGENCIES - 
HOW MUCH AND WHAT KIND? 

One of the |:s1mary purposes of in^ranc^ is to prepare 
for f ir^ndd] emergemies. You may want to ^ yourseh^ 
these impc»1ant que^k^is at regul£tf intavafe: How much 
ir^ra.Ke is enough? What types of covera^ cb u« most 
rwed now? Do our insurance pc^des ccmif^rr^t rather 
than dui^icate e^ oti^ and fm:>vide enough ay\md^ 
in case one ifKon^ were b^? 

These aie some factc^ to o^ftsider 

Health and Disability Insurance 

• What are the maximum ber^f^ a>-pdyn^t require- 
ments. deductiUes^ and stop-bss ard ner^waJ f^t^tons 
of our respective m^or nw^ral pdides? 

• Can either of our irxiivkiudl empbyee heahh ffens be 
converted to cover the entire family should one of 
beccme ur^n^^oyed the hc^^hc4d bre^ up because 
of ckath or dKK^rce? 

• Can CMf dcteriy parents be add^ to family cov^ri^ 
shcwld they have heahh care naeds not cowrKi 
^4ecficaIe? 



• k our ^npk^-fund^ disat^ty coverage ac^u^te in 
c^ ci k^tmn <&at^&ty, shouki \m conskfer s^> 
|:J€?n^tal pdic^? Whatt is the waitfaig period before 
cfeat^y payrmnts begki arxl how Uyng u^uki they 
om^ue? 

• What <^ee of dsabbty hh^ be ^q^erienced to 
recei\^ pa^^r^ts. a»TipIete usability to work w kiabiHty 
to wok at tY^ cunent jc^? 

• How u^iHikj the mrKxint of our disateBty paynrrents be 
af £Kted other ^Kome or benefits? 

Homeowners Inmirance 

• Are we kmired to at te£^ S0% of the r^f^^r^t value 
of tfie hc»ise, as r^ired state law by our insurance 
ccm^r^? 

• Do^ our po&ry automatkral^ ^$ust for bKmeases in the 
\^ue erf okxr h(H^ or do we to it? 

• Are ti^ contents <rf our home adequately inured? 

• Do we have erKxi^ ik^Tllity coverage bi c&se an 
iK%icknt occurs cm air ptoperty? Should we o^nskier 
an '*imrf)xejla pdkry'' to ^i{q:^0nOTt Ik^ty co^mage 
ht h<mte ar^i auto? 

life Insurarnx and Pen^ns 

•Do we perkxfealH^ nev^ our life in^rance pc4ides 
to be aire we ^xh Iw/e mxig^ coverage to pay makMr 
debts ami tf^ m^rigs^, ar^i to provkle for the fomily 
m case one of iss c^? 

• What h vppens to any accru^ retiren^t bendits if 
ci IK mu^ teaw our job? 

• Ctoes each emplc^e pension plan provkle survivor 
benefits? 

CREDIT FOR AN EMERGe4CY- 
HAVING rr WHEN YOU NEED FT 

I>rawing aec&t rray give yc^ flesdbiiity to weither c 
f^TKial cr^. Car^l mor^ management can keep 
lir^ of a&M a^^ilaUe ard keep cr&& use wtthui affc^- 
dkie fimits dkirb^ a cri^ Mar^y experts advise keepir^ 
ciedt payn^ts un<kr 10-15% of armud IrKX^ne after 
taxes and hcAi^ng expert. 

Mh(xi^ ^x:e^ to cr^ is in^portant diring finance! 
emaigendes, wklov^ separated, m cfivm:)^ women 
h^oricaJly kxjnd that ciec^ was rnA autcMnatkrally avail- 
able if they had never bekJ crKfit fri their own names. The 
Equal Cre^ C^^pc^rtunity Act bans crecb discriminatkm 
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on sevaa] gixwncb. bKkK&^ sex or mariteJ ^ahis. 

Cretfitms mv«1hd^ mi^ <to^ cre(& because the 
j^^p&am no crec^ ftf^ray. 

H you crccfit, but have not bulte a awfit tetory in 
your own n^ne owo- the yeare, it is too to aj^. 
Hovcwr, you nay need to doamwnt your oecSt- 

• C>) dl crette ^3|^k:atk»^ ymi may ^ aocmims you 
fharcd w»h your spaise, even If you were an "authoraed 
user" OT your spouse's account Since June 1, 1977, 

all ttxcna^ we rqxMTted bi both n£»ne& ForeKxcMJnts 
operod before that date, you can write to the teralcr 
arxi ask tfiat your nasne be vided. 

• ff you arc wkfowed, your card IssuCT may ask that you 
reapp^ in your own nwne and can dei^ aedt If you do 
rvA m&zt tt% qt^U&r^kms. But, if ym can ^kjw yoi 
w&ee li^ as an mithatoed user cm ycmr ^pcwse's 

account, or were rraponsible for the Mb, thfe be 
evt(tem% c$ a peisorai orecfit hi^^. 

• To e^at^ a«towralWn«s on yojr faKone i^one, 
stort to bufld an k\dep«Tdcnl crecfit h^cary by obtafaifeig a 
firw of oetfit frwn a bank or store where you are known 
and iMon^jtly rep^^ M^tevn- you bwiw. 




A financial emergency may create temporary changes In 
your income and bu<^ or it may require toi^term 
reatlustments in your finandaJ fives. Rret i^jpraisc 
the j»t^^ and cstirrate how It may )aA, then 
tfrfnk thnn^ tte Imi^tkMK of variwjs sofeitS€»M 
Several situations nti^t bring families face-to-facc with 
mandal {fiffkuby: 

• A short-term emergency, such as having one spouse 
temporarify laki oSi (ran worit 

• Loss of cMie bKc»ne If lot swne re^OT spoiee 
canncA weak for an bxlefinlte time 

• An unexpected toKrease in expenses if, for example, 
wterty parents become frail and ne&i jKoks^cxKd cwb 

• A permanent djar^ bi draim^aiKses tiwt cat^ 
death divc»ce. 

Careful money management, ahvays a good Wea, 
nay i»ove mo^ useful when something unfwcsccn 



puts the household h a finance crias. This is a time 
to rraxan^ all the parte <^ yixir ftiarK^ kientity, 
inducfing spencfing ami saving. Insurance artd job 
benefits, credSt and family firiancial respomft)&ties. 

SCAUNG BACK & 
STRETCHING DOLLARS 

HcHoehokls that have used financial tods to p9«parc 

*Mr cmeigenctes may have several strategies from 
which to choose; 

Cut bade on current ^miding 

Or% to retto expeittes m^ be to muMy insoi- 
ancc coverage. To econoirfzc cm health, acckient, or Ife 
inaiianoe coverage, you conskfcr compct«ivdy- 
I»k3ed groi^ potoes offered by your cn^rfoyer, a m«n- 
bcrshiporgani2atk>n,ca- a priv^ provider. Be suib waiting 

P»k)d and "pre-ejdstfaig condWon" recpjlrements on new 
p(^ctes are met befoe caiKe&^ ^ pokiesw 

Corekler a HcaWi Maintenance Oiganiz^fon (HMO) as a 
w^ to ecwKimize on hei^ famirmKie co^ partfculariy 

if you <» your fairtly need frecp«rt checkiqjs and mccfi- 
dnes. K, fwwever, yc»ir f»i% aniy ocoKkmd 
me<*cal attentfon, con^der Ueej^ major met&al oover- 
^ (aKrh as hosi^t^za^) ami ro^Kir^ covctb^ hx 
Tcnx&K n^kd vi^ aiKl dK^-term dk^ses. 

Tap cash rewrites 

Ifee SOTie of the reserves yew \we set a^ Bnandal 

planners usually advfee keeiAig 3 to 6 months' take- 
home p^ h &^kj resent (si^ « pm^xxsk savfe^ 
or a mmey mari^t fund) to use ki en^g^ic^ 

Use uns&mred credit 

Ywi may >ave aco^ to fwtre of imsecumi croilt, surh 
^some aedt and charge cards and bar^t overdraft privi- 
leges. Wth carefia managem^, cretft can be a valuable 
tool In a temporary financed emeigsjcy. If ywi thbJ* you 

may be late making a payment can the lender in advance 
to try to md« ^peckd arr^^ran^its. If you are abeady 

overextencted, pron^ contact the lender and ask to 
work out a repaymoit plaa This may iwkice your risk 
of negative pwfit reports, repossess erf assets, or 
ccnntactkm. 

Borrow agaimt }/(mr assets 
U you own a htHnc, conskier branowing against a portksn 
erf the «jutty throi^ r^aiKfa^ a secoixl mOTtga^, ot 
a tome equity fine of credtt. Experts can tell you If hiter- 
est pakl on your home-related debt is tax-deductft>le. 
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Shc^ carefully any loan that puts your home at risk 
and check afi terms and conc^bns, such as balloon pay- 

nwnts and tife search or apprafeal tees You abo may be 
able to bwrow on favorabte terms aga^ your equity in 
ai en^^oyee pen^ pjan or wlkte lie ii^nmce p(^. 

Liqukkste asxts 

Can^ kr sd&^ maior assets, or bmowb^ ^abist thdr 
dpfoed^xi If ynj s^ your home yai or your 

spouse are age 55 or older, you may be abte to take a 
one-time capftal gains tax exdusksn of up to $125,0C0 bi 
profits. Undwdicunistancessuchastfcability.youmay 
be at^ to wtth<fr»v nxmey from an imSs^kkial retirem<>nt 

account (SRA) without owing adcBtion^ taxes and 
polities. 

Explore financial assistance programs 

Some househdds bi crisb turn to piAilc or private 
sources of fbtandal assistanoe. Many of these progimis 
axe espectoSi^ h^jftj] ^ a short-term onergeiKy. 
PiMc programs faahtde unempb^m^t c o mp e rert kMi, 

Mec&aie and Medkrakl, food 5tan^ arxi as^stance for 
the dependent ekJeriy. PHvale assistance indudes leit 

subrfd^ fcjw-cost banking, utility and ph«ic service 
and char^^ and sodal sovke progran]& To kxate such 
iwograms, begii by checkfe^ the government and soda} 
services listki^ in your phone bode 

Investigate other solutiom 

V you have m hope oi repa^ your drf>ts, dedarfaig 
bai^fliqjtcy, with the he^ of a qualtfied ^tomey, is a last 
resort Bankruptey can have foi^lastiTg negative credit 
consKjuences. You m^t cbcuss other solutions with a 
norqMofIt credit couns^ng service. Avdd fc^-prerfit scr- 
vfoes that entfce you wtth promises too good to be true 



THE "SANDWICH 
GENERATION" 



Increaslf^, mid<fe-aged, two-fr>comc coiq^ find 
tlwtdiaiigii^ fan% dicumstances create umxpected 

financial pressures hi the ntidcfle years «rf life. Called 
the "sandwich generation," these cou;^ may be 
cau^t between ot^tkjns to their parents 
araj to their cdtege-aged chSdren. 



WHAT IF PARENTS BECOME 
ILL OR DIS Am^D? 

Heakh care costs can be a problem formwv oWcr peo- 
pk and th^ fMnilie& Gov^mnert and private pro^-wns 
for the ekierfy may be useful and are wrarth ccm^dcring. 
At age 65, your parents are probably eBgible kx fed«al 
Nfe^are faisuiance, wfMi oovas some ho^Dity and 
doctore bais, but rardy all A pri\^ siq^ptenental or 
"mecfi^" po&y m^ h^ ^ it supplements rather than 
diqjjicatcs I'^dkma or any other Insurance cowragc ycaj 

have. Carefully evduirte tei^-term care or nurskig 
home pofedcs before deotfr^ to buy one. 

A growing pn*lcm call^ "spousal impoverishment" 
occurs u4)en family assets are us^ to p^ Uxt one 
qx>usc*s k>ng-term health care. Only when assets ate 

dimWshed to the levd set in the Catastiophfc Care Act 
is the fan% eligibte for Medicaid, but then, the healthy 
spouse has become impoverished. If one of your par- 
ents is in frail l^hh, you m^ vant to an irttomcy 
cff crther expen how to help ptc^ j«>ur par^ts' assets 
under their state Medk:aki program's "divestment" 
rules whfch permit transfers of some assets to others, 
if done a ^>ccifled length of tinrjc before apjrfying 
for ^tedk:aki (i^al^ at lea^ two yeaxs). 

If your parents are unable to manage their finances or 
make other important decisions, they mi^t consider 
a guard^i^hip, trust, ccHiserva^rship. or power of 
attorney which gi\^ scmieone else 1^1 authwity to 
act for them. An attcM-n^, bank of forer, or other 
financial advisor can as^ you with these matteis 



THE KEY 
IS PLANNING 




A payoff erf fh>andjdplannij^ is being better pre- 
pared to anticipate and react to chair^ Cop&ig with 
a tonpofary enrCTgency or a k»^4wtfr^ fti^ncial cri* 
n^ be ^ier if yrair iKHisdicy }^ been ft^kTwtaig an 
estalfehed plan that indudes regubr savings, adequate 
&»unuKc, and careful use (^crec&. Even thai, an 

emergency or orisb fe a time to take a fresh kx)k at your 
financial kJenttty and prospers and to make any neces- 
sary motfiffcattom in ycxir firaiKkil Srategy. 



16 



FOR MORE INFORMATION 

Fw additional infimrmation and Iwochures... 
*-<»wuiner InformatkTn Catalog 
Puebte, CO 81009 

Cooperative Extension Office - 

U-S. DqMrtmcnt of i^ricuhure (USDA) 

(Your local office is listed under State, Federal or 

Umnty Government In the phone dr«ctory.) 

Consumer Affairs, Program Department 

J^verfcan Association of Retired Ptereons 

lw9 K Street, N.W. 

Washing. D C 20049 (202) 728^5 

For more ii^mation on credit... 

Federal Trade Omimission. Public Reference 

otn and Pennsj^anla Ave., N W 

Washington, D.C 20580 (202) 326-2222 

Naticmal Foundation f^r Consumer Cr«ljt 

o/Ol Georgia Avenue Suite 507 

Silver Spring, MD 20910 (301) 589-5600 

For more iirformatfon on Insurance... 

^ Insurance (ACU) 
1001 Pennsylvania Ave., N W 

Washington, D.C. 20004-2599 (202) 624-2455 

H^lth Insurance Association of America (HIAA) 
1025 Corn lecticut Ave., N W. ^ nn, 

Washington, D.C. 20036-3998 (202) 223-7780 

For mem Inibnnation about piograms 
lor older pe<^e... 

fSif"^^.^"^ ^^»y Office ^ 

w J^*^ t«M>one directories under 

frequently called numbers, ") 

The series b about s^^md^ fii^JSf Jl.lS^t^?^^'**^ 

New Yoffc, NY 10285-4700 

Copto be reproduced for 
nonfwof It ^ucational purposes 




2Q32{3 89) 



17 



$$$$$$$$$$$$$$ 
$$$$$$$$$$$$$$ 
$$$$$$$ $ $ $ s $ $ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



STAYING 

INDEPENDIEK^'i 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ $ 
$ $ 
$ $ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 




$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 



$$$$$$$$$$$$$$ 



TAKING STOCK 



As retirement af^proaches, It is importwit for every 
hotisehoki to assess its financial identity (assess its 
finances). Waiting too long mi^t mean mis^ one or 
more opportunities to prracrve maximum financial 
independence in the future. To help get you started, can 
you soy "Yes" to thefottowtng sUOem&tts? 

YES NO 

We talk regularly and frantdy about ffaruinces 

and agrro on our goals and the Ufcst we j — i r- 1 

will prefer as we get older. I— ' 1—1 

We kr«>w our sources of inornie after 
retirement, how much to expect from each, 
and when. 



We save according to plan and are sHfting 
ftom growth-produdr^ to safe irKXwne- 
inodudng investments. 

We teiow where our health insurance will 
come from after retirement and what it 
willc»ver. 

We have revtewed our Hfe insurai^ and 
con^dered options such as omverting 
to ca^ or investments 

We each have our own aedt history. 

We each t»ve a current will or living trust. 

We know where we irfan to live in retirement. 

We have anticipated the tax consequences of 
our retirement j^ns and of pas^ng ^sets on 
to our heirs. 

Our children or other r^ponsible rdatk»is 
know vA^eie our Important docum^ts are 
and tt^om to contact if there are questions. 

We have executed le^ documraits, ^h as 
a living will or power of attorney, spedf)^ 
our instructions in case death or incapad- 
teting illness. 



□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 



THE KEY IS PLANNING 



"H only I'd lawwn tl«n what I know n<w.. .." 

Looking to tl«e future is key to financial planning at any 
age, but esp<»:ially in the (fecade so before retirement 
For many housdK^ retirement is a timis to fulfill 
dreams artd d^»d an^^tkms. It ^so can be a time oi 
anxtety if you p(xltpom tiifnkif^ reaUstk^lly abcmt the 
ways your ftnandal identity will change-income, savings, 
investnwnts, credt, biairancc, benefits, and perhaps 
Uvbig arrai^em^ts. Meeting the chaltenge of financial 
n»nag»nait wiU hdp r&now UTM^rtainty and faioease 
your avaiteUe (^>t{CH». Both i^rtners need to be 
invdh^ in retirement jdanning and may wfeh to discuss 
their p^ns with ^luh cHldrea 

Nbny peof^ neglect planning. Some prefer to leave 
f inandal d^^c»tt to the otha partner, while others 
simply find it too difffcuh to talk about money. Whatever 
the reascm, if you have not yet begun fanning, you 
may want to seek pre-retirement ^nning advk:» from 
a ixofesskmal or a C(»timunity service (xpgai^tion. 

LOOKING AHEAD 

The (tecacte before retirement is a good time to take 
inventory of a^ts and cA4^tk>ns and make finandai 
chc^ces aimed at maximizing future res<Hirces. These 
years are tyji^ly a peak eamii^ perkxl and they offer 
the c!wK% to T&iuice ira^ (tebts, sixh as a hcmw 
mortage, and increase savfangs and incomc-pMroducing 
im«stments. Fkxisehdds faxHm onnbii^ expenses 
(A ediKiating cMJren and carii^ fof agbig par^ts may 
find savii^ <fif ficult during pre-retirement years. In 
th^ C£^ mddr^ a realistk: finandai apcpraisal is nvore 
useful. These are questtons you mi^t ^rselves 

• What are <Mir ^rc^ of Te^tem&nX bKome and how 
mxh will e»:h ;HOvi(fe-nrK>nthIy in a himp ^im? 



• Sale of assets 

• Hcnne equity 



• Social S^rity 

• Pensions, IRAs, Keoghs 

• Saving and investn^nts 

Find out all the q[>tkms for reccivfa^ your praidon 
benefits and whethex they are irt^red Rnd out if 
penston benefits will be reduc^ if you receive Social 
S«lurity. Read cardully and c(»fi^der the o^nsetpiences 




I 



of any ckxrumoits relate lo a ri^iiKtion in 
sp^^ p^fiskMi benefits. Qf^ of j^ai may need this 
income H the dim 

Wimi e^imating how mi^ bKxnr^ can be exp^::^ 
from these ami other sources, remen^ to t^ 
^fktkm, tex^ and market fhicbjatkms bito iKxount. 
Ikpemfif^ on your antte^ied &Kxmr^ potoitfal, 
)^ dedde to postpone retiranr^t a few years, 
m fsSan to work part-time 

• Is c^r heahh insurance adequate for retir^nent? 

The coSi cS serknis w long-term iiinesste a ms^ burden 
for n^y dder Amolcans b^:ause M^ficai^ cfoes 
SKA co\m all health care costs. If ^ mr^kter buying 
"^mecfigap"" bisuraiKe to supfidement fto^re, s^Ksp 
carefulV for a pdk^y that suj^^ements rather t\mn dui^* 
cates Medk:are comi^. Lo^term h^th ir^rance 

nurdng heme or hcmne hedth care new. Exam&ie 
a]} the terms of any ^Krh pdkry befwe buy. 

MANAGING WHAT YOU OWN 
AND WHAT YCKJ OWE 

Ptofesi^>na]s say that ret^ien^t iiKrcmie sinmld be 
6O80 percent of current ir^c»ne to m^ti^ the same 
standard of ttvb^ If your financial |:Aiuie cfoes not a>r- 
respond to this guki^ine, you mi^t foepan a bu<^t 
and a cash fbw statement based on income arKi otpenses 
during the pr^^iing 6 to 12 mcmt}^ in order to kientify 
gaps in irKome and find wa^ to cut ^)ending 

On the expense sdde: 

• list current experts^ such as houdng, food« health 
care.trar^x^atkm costs, and other f inarK^ <^:d^tior^. 

• Include a c^tritnitkm to savir^ Experts r^cmnend 
a reserve fond to a>ver 6 months of baisk: exp^ises. 

• ItmiK pmonal exper^^ for such tMn^ as cbthing, 
travel entertainment, arni hobt^ 

e Devebp habits such as t^ice sho{^>ing, n^u fanning, 
coupon clij^3b^ ar^d monitCHing your xm of credit 
to guard against overspencfing. 

On the income ^de: 

e Think thrcnigh contingemry }^ns in case expemes 
begin to outp^e incon^ cxt one partner t^xsmes 
serkHisly ill 

• Remember that credit histc»^^ in your indivkJual 
nan^ can l>e invaluat^ in retireimifit, in the event o^ 
wkiou^KKxl Of divorce. Credit can be essential to meet 
une)q;>ected or emergency expenses. 



F^iaal regul&tk^ pncrf^ ^ ai^l glider (fiscrimina - 
tkHi in the grants of cr^fit Lernkrs mi^ treat all 
iTK^rr^ ahte, wf^th^ from mi^Aoynm^, retirement 
to^f^ at cAh^ r^ble scnirc^ StUl, it may be e^er 
to get a ruitiartal om^ oi dttige card in y^r own r^ame 

)^ aie enqi^c^^ If ycHihave nes^been 
emp^^i, ymi can ^1 buikd a cr^ htelc^ becom- 
ir^ an ''auttorittd liser" on ycmr ^pMise's ^KOHmt. 

• D^^^der sellif^ ^sets (xxn^rt^g Hk bisurance into 
c^ as anc^l^ p(^^We iray to meet oq^enses. 

• Invest^te HOTne Equity Converston (HEC) as 
an optk>n if you own or near^ own your hcm^ and 
ne&i rrx^^. Th&e are $e\^ral kinds of home equity 
a>nv^r^on ban i^ns, farKludif^ Ddmed Baymmt 
Loar^ and Re\^ise Mortgages, wfme you bwrcw 
ag^nst h<Hm equity and receive montl^ or perkxik: 
cash payn^ts. 

Unlike lK>me equity bar^ Hr^ of cre<fit, reverse 
mortgages im^c^ no month^ repayments as kmg as 
you live your horro or until a pi^termined date. 
These p^ns do frwdve costs ft^-af^dkratton ck>^ng 
cc^ and biter^« and tiiey m^ affect el^iti^y io^ 
jxibtic benefits pnogrmro such as MedkakL Genmlly, 
ycni can ckxicte Yhw to ^pend the mcmey. Reverse mort- 
gage p^ns are not all the s»ne, so it is in^x>rtant to read 
the k>an documents careful^. Check with a trabi^ HEC 
coureek^ other financial ^isc^, Cf an attorn^ bef»e 
^d^ng u^tlw hcm^ equity convmton is apprcprtote. 

^ LEGAL MATTERS J j 

You can use se\^^ tegal tods to mabitain cmitrcd over 
your aifdSts to lata: years. These wUI enabte you to 
decMk, white healthy and alert, u^t you want done in 
the event of (teath dsabiUty. Be ^re to dbcuss any 
arran^ments with ycHjr s^rvh^ to save them f nxn 
fadng diff knilt deds^:^ and to giv^ them pexe of mirxi. 
kr)owir^ they are ccmq^}^ with ^^r wi^^ 

• WUls-lf you do rK>f luive a oirrent will, the state, not 
\^ will d^ide how ^'our assets are divided. Such legal 
ckx^imente m Living <m^ Revocat^ Trusts offer ways 

to awid |»robate. 

• Trusts-This devfce lets you deckle who would be 
respoi^t^ y^r fir^rKial affairs if you became unable 
to mam^ them yoursdf. 



• Pouws d Mkartey and Livta^ Wflls-Foweis ci altomey 
typlca% ass^ reqpxHVifi^ty for ffaiant^ nu^tors ^ 
another person. Sc»ne to health care decisions as 
1^ Y(M can use a I^MMsr ^ Attran^ cff a Uvlng Vi^ to 
stale tti dd\nmx your wi^tes k\ cme of an k^apKttatfaig 
<x fife'thiej^kig iibie^ Do^ so e^entkil 
uant y(Hir to kn<M> the circumstances bi you 
wish to decline lile-suRxart measures. 



RELOCATING OR 
STAYING PUT 



Wh^ to af ter retiren^t is a <te^cm. 
Perhaps you plan to rdocate to a mm hwrnlb^ dkmte 
ixtobe near fan^. Research the conseqomKes d su^ 
a mwe ^ tmm erf the basic a>st €>f b\dng, an^ to 
heatth care, and ^le and f^itora! tax c^^gatbns. 

tf you are cc^i^kiering ^ ^antag^ amJ ctei^lvantages 
of sdHr^ ycHir home, u^)ether fK^ )K>u i^n to 
relocate, these are some questtons to ^ 

• Can \w afford monthly payn^ts rtK>rtgd^, taxes, 
utiBttes, arid maintenam:e? 

• WUl cm or both us be al^ and wilUng to take care 
of the fKHise? 

• Is the house a suitaUe friace to live as we grow (Met 
and tess £^ik? 

• we need to draw on our home equity as a source 
of iiKome or credit, or would we have more <^tons if we 
sokl the home and invested the proc^is? 

In addition to owning a home or r«iting an apartn^t, 
a number <rf c^her hcH^i^ optkms may be avi^lat^ in 
your ccmimtmity, many oi vjhkb offer savir^ ofi hou^ng 
^cpei^es. These are seme alternatives to coi^d^ 

• House-sharing for he^ with chores or added 
retirement Inccmie; 

• Group Uving in a prH/ate hoim one ^pc^^wed by 
a sodal serv^ agerKy; 

• Accessory apartments, or motile or manufactured 
homes, friduifing ECHO (Oder Cottage Housing 
(^qpOTtunity) hou^ng w^K if 2^ir^ laws p^init, can 
be instalted on the property of an adult child or other 
rdative; 



• CondcmifnHmtt w coq>erath^ u^iteh haw the 
idKmntag^ d lH>me own^^^iip witlKHit tl^ burden of 
mab^ru^Ke; 

• Retirenmnt ammiunttiM u^ifch may crffer ccmpanton* 
s)^, reci^tfcm, md sometbi^ mec&al and house* 
ke^slng s^vices. 
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SPECIAL 
CONSIDERATIONS 



An important part erf ffrwKtal i^annbig is anticipating 
t^w to fondle bed tifi^ FVucknt i^mi^ bicktdes 
k^niingdbcnitiml^utdpi^le benefits (MT)^^ In 
rmst ccmimimtttes, govmin^tal and {»1vate agencies 
offer services to hdp caie fw <rfder persons, as low- 
cost n^cfical hoim teaJth care, hoi^i^ optk^ 
adutt day care, and chcro services. 

The local Sodal Security Admintetratton off toe has 
Mcmnatton abcHit enticement piogrmis as 
htecfoaid, dteat^fity irmiranoe, food st^q^ arKl 
&il^^emental S^rity b^xm^. A^ dbwA ycHir state's 
N^icafd ''cfiw^ment*' mles p^mit tramfers of 
some ^sets to (Aher peofrfe if done a spec^l fength <rf 
time t^fme ^sfi^^^ng M^&akl (usually at least three 
years). Df\^ei^imit is a {^i^auttoi miub taJte to avdd 
''spnml impover^iment'" u^ien dl tl^ fmnily's assets 
are spmt befcm a ^ femily mmib&can be digibte 
for M^caid assistance. 

When anrangir^ bmily matters, it will ease your 
survivcHs' emc^kmal tnirden if ymi let them know your 
pref^^^^ kx Mineral or memorial arrangements. You 
can hamile th^ matters ymirsdf by i^annb^ throi^ 
a non*f»oft ax^)erative n^n^rid soctety or pre- 
paying at tl^ fitt^ral Imne d yew didce* If ycni decide 
to pre-pay, be sure ycM or your auvlwrs can cancel 
the ccmtract should you move or chai^ your mind. 
Banning ahead and u^rrg ccxnparath^ shofq:4f^ skills 
can save thot^nds <rf dci^ to funerd expenses* 

PLANNING TO STAY INDEPENDENT 

If s nev^ too eariy to start retiremmt inarming, and 
ne\^ too bte to make ac^u^n^te in ycnir financial 
^tuaticm. Whetter wealthy or fK>t-dmi it is im)bably 
more important for those who are rKrf-inv^t^&ig your 
c^)ttore and m^dng i^ractteal chcA:^ now can all^ 
Ifc^ to ^ay in charge and m^t future finandal goals. 



FOR MORE INFORMATION 

For iMkfitfeNial fadbfm^km ami l»rodHtt«s..> 

Consumer Information Catalog 
Puebb. CO 81009 

Cooperative Extei^cm Of floe<'bca] <^Hce is hst&i 
understate, F«^ra] or Cminty Ckyraiment in 
the {^^^ (irecftsy 

An«rfcan AsJ^cdation of Retired Persons 
OmsMmer Affairs, Program Department 
1909KStt«etN.W. 

«VasMn^ DC 20049 (202) 72M355 

Federal Trade Commission, Public Reference 

and Pennsylvania Ave, N.W. 
Washington, DC 20580 (202) 326-2222 

National FtKindation for Consumer Credit 

8701 Georgia Avenue, Suite 507 

Silver ^xing, MD 20910 (301) 589-5600 

American Oxtmiii ol Life bvurarKre (ACU) 

1001 Perrrttylvania Avenue, N.W. 

Washington, DC 20004-2599 (202} 624-2455 

hteatth h^rance Assodatkm oi Amertea (HIAA^ 
1025 Connecticut Ave., N.W. 

Washington, DC 20036-3998 (202) 223-7780 

CcMitb^ta] Assoctoticm of Funeral and 
MOTKMla) Soctet^ Inc. 
7910 WoodiiOTt A\^nue 

Bethesda, MD 20814 (301) 913>0030 
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